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Reference

Comment

Resolution

General Comment

Assuralia welcomes the opportunity to comment on the Consultation Paper on Proposal for
Guidelines on Pre-application for Internal Models.

A continuation of the pre-application process for internal models during the interim phase
is considered as a positive approach in the preparation of Solvency II.

However, some requirements, especially those on documentation, go somewhat beyond
what was originally intended creating an unnecessary level of detail.

This envisaged level of detail may not bring little or any added value on the assessment on
the quality of the models and risks to turn the supervisory assessment into a compliance
exercise requiring significantly more resources for both undertakings and supervisors,
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instead of spending time in creating a constructive dialogue. We refer to the user manual
in guideline 57 as an example to confirm our argument.

Assurance should be given that the pre-application processes are from now on
implemented without any country specific additions and that pre-application processes
which are already or nearly completed will not have to be revised. It goes without saying
that intensive discussions and pre-application activities have been taking place for years.
Several (partial) internal models have been subject to extensive supervisory reviews and
already show a high degree of maturity.

Most guidelines start with “national competent authorities (NCA) should form a view on..."
There is however uncertainty on the criteria and the level of detail the NCA will use to form
their view on the preparedness.

It is also unclear on the basis of which criteria NCA’s will evaluate an internal model and
conclude the finalisation of the pre-application process.

Introduction. General
Comment

EIOPA should consider how to best align or even integrate these Guidelines with the
already issued pre-application Guidelines (former CP 80).

1.1.

1.2,

1.3.

1.4.

1.5.

1.6.

1.7.

1.8.
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1
1
1
1.
1
1
1

1,

16.

Section 1. General
Comments

1.

17.

1,

18.

1.

19.

1.20.

We understand that NCAs cannot be expected to publicly disclose their respective progress
report. However, undertakings should be informed about cases where the national legal
framework is currently in contradiction with the Guidelines. We therefore would propose to
add: “EIOPA will disclose cases where the current binding national legal framework hinders
compliance to specific Guidelines”

Section II. General
Comments

Chapter 1. General
Comments

1.21.

1.22.

Regular feedback from the supervisor during the whole pre-application process is highly
appreciated. The feedback should be specific so that the undertaking can take appropriate
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actions.
1.23.
1.24 A notification should not be required for every little change. This requirement is too
B extensive.
Further guidance on the relevance criteria would be helpful to assure a consistent and
convergent approach.
1.25.
Chapter 2. General
Comments
1.26.
1.27.
1.28.
1.29.
1.30.
1.31.
One model change policy (only) at group level is inappropriate since not all undertakings
1.32. ; o .
of a group may have the same businesses. Group subsidiaries may have different concerns
and problems with the same model.
1.33.
1.34.
Chapter 3. General Requiring a use test during the first year after the implementation has limited added
value.
Comments
1.35.
1.36.
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1.37.
1.38 We suggest deleting point f. “other relevant ones” as this doesn’t provide guidance and
T can leave room for interpretation.
1.39 Regular discussions of models in the risk committees should serve the purpose. Formal
o trainings, seminars or workshops should not be required but strongly advised. In function

of their available resources undertakings should have sufficient flexibility to planify the

integration and implementation of their internal model over time.
1.40.
1.41.
1.42.
1.43.
1.44.
1.45.
1.46.
1.47.
1.48.
1.49.
1.50.
1.51.
1.52.
1.53.
Chapter 4. General We consider that the requirements under Guidelines 22 and 23 are not enforceable from an
Comments operational point of view.We agree it is important to document and validate formally key
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material assumptions but Guidelines 22 and 23 are verydemanding and could create
adverse effects. For instance, a big risk that the fulfiiment of extensive documentation
requirements in itself becomes a compliance exercise. This could distract knowledgeable
resources from ensuring quality and adequacy of assumptions to an administrative
documentation exercise.

1.54.

1.55.

1.56.

1.57.

It is important to note that an internal model could have several hundreds model
assumptions. We propose to amend the text to focus on material assumptions setting
and not all assumptions setting.

1.58.

1.59.

1.60.

1.61.

1.62.

1.63.

1.64.

1.65.

1.66.

1.67.

1.68.

1.69.

1.70.
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1.71.

1.72.

Chapter 5. General
Comments

1.73.

1.74.

1.75.

1.76.

1.77.

1.78.

1.79.

1.80.

Chapter 6. General
Comments

1.81.

1.82.

1.83.

1.84.

1.85.

1.86.

1.87.

1.88.
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1.89.
1.90.
Chapter 7. General
Comments
1.91.
1.92.
1.93.
1.94.
1.95.
1.96.
1.97.
1.98.
1.99.
1.100.
1.101.
Chapter 8. General The use of the P&L Attribution also indicates the level at which it should be performed. In
Comments certain cases risks are predominantly steered across legal structures, and is a further drill
down into each legal entity not necessary. An example for such an overarching steering of
risks relates, e.g., to accumulation risks such as natural catastrophes where the board of a
group typically needs to have an overview of the overall exposure of the group. The drilling
down into smaller entities is of less importance here.
The level at which the P&L Attribution is performed should therefore follow "the use test”,
i.e. the practical application of risk and business steering, and not the legal structures.
Major business units should thus follow steering objects rather than legal structures, i.e. not
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every legal entity forms a major business unit.

.102.

.103.

.104.

105.

.106.

.107.

1
1
1
1.
1
1
1

.108.

Chapter 9. General
Comments

1,

109.

.110.

111,

112,

.113.

114,

.115.

.116.

117,

.118.

.119.

L L

.120.
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121,

.122.

.123.

.124.

.125.

.126.

.127.

.128.

.129.

.130.

.131.

.132.

.133.

.134.

.135.

.136.

.137.

.138.

.139.

.140.
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.141.
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Chapter 10. General

Comments

1.142.

1.143.

1.144.

1.145.

1.146. See general comments. A documentation of all methodologies which were considered but
not subsequently used is very resource intensive and virtually impossible in the long run.

1.147.

1.148.

1.149.

1.150. See general comments. Moreover, for a complex model multiple user manuals will be
required for its operation, especially for group internal models. This can’t be the intention of
the guidelines.

1.151.

1.152.

1.153.

Chapter 11. General

Comments

1.154. We are concerned that if expectations regarding the understanding of an external model gef
excessive, SMEs will get virtually excluded from the internal models application process.

1.155. See general comments. Very burdensome for both undertakings and NCAs to fulfil the
requirements.

1.156.
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.157.

.158.

.159.

.160.

.161.

.162.

.163.

.164.

.165.

.166.

.167.

.168.

.169.

.170.

171,

172,

.173.

.174.

.175.
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Chapter 12. General It would be helpful for both undertakings and NCAs to have more clarity on the envisaged
Comments cooperation between the group supervisor, the other NCAs concerned, involved and
identified by the college of supervisors, as well as their respective roles for the applications.

177.

.178.

.179.

.180.

.181.

.182.

.183.

.184.

.185.

.186.

.187.

.188.

.189.

.190.

.191.

.192.

.193.
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.194.
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1.195,
1.196.
1.197.
1.198.
1.199.

Compliance and
Reporting Rules

1.200.

1.201.

1.202.

1.203.

Impact Assessment -
General Coments

2.1.

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.
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.10.

1.

12,

.13.

.14,

.15.

.16.

17,
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.18.

N

.19,

2.20.

2.21.

2.22.

2.23.

2.24.

2.25.

2.26.

2.27.

2.28.

2.29.

2.30.
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2.31.

2.32.

2.33.

2.34.

2.35.

2.36.

2.37.

2.38.

2.39.

2.40.

2.41.

2.42.

2.43.

2.44.

2.45.

2.46.

2.47.

2.48.

2.49.

2.50.

2.51.
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2.52,

2.53.

2.54.

2.55.

2.56.

2.57.

2.58.

2.59.

2.60.

2.61.

2.62.

2.63.

2.64.

2.65.

2.66.

2.67.

2.68.

2.69.

2.70.

2.71.

2.72.
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2.73.

2.74.

2.75.

2.76.

2.77.

2.78.

2.79.

2.80.

2.81.

2.82.

2.83.

2.84.

2.85.

2.86.

2.87.

2.88.

2.89.

2.90.

2.91.

2.92.

2.93.
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2.94.

2.95.

2.96.

2.97.

2.98.

2.99.

2.100.

.101.

.102.

.103.

.104.

.105.

.106.

.107.

.108.

.109.

.110.

111,

112,

.113.
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114,
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.115.

.116.

117,

.118.

.119.

.120.

121,

122,

.123.

.124.

.125.

.126.

.127.

.128.

.129.

.130.

.131.

.132.

.133.

.134.
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.135.

Template comments

20/21




Template comments
21/21



